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CITY OF MORGAN HILL
JOINT SPECIAL CITY COUNCIL AND

SPECIAL  REDEVELOPMENT AGENCY MEETING
MINUTES - JULY 10, 2002

CALL TO ORDER

Mayor/Chairperson Kennedy called the meeting to order at 6:30 p.m.

ROLL CALL ATTENDANCE

Present: Mayor/Chairperson Kennedy, Council/Agency Members Carr, Chang, Tate, Sellers

DECLARATION OF POSTING OF AGENDA

City Clerk Torrez certified that the meeting’s agenda was duly noticed and posted in accordance
with Government Code 54954.2

City Council and Redevelopment Agency Action

CLOSED SESSIONS:

City Attorney/Agency Counsel Leichter announced the following closed session items. 

CLOSED SESSION:

1.
CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED LITIGATION
Significant Exposure to Initiation of Litigation
Authority: Government Code Sections 54956.9(b) & (c)
Number of Potential Cases: 2   

2.
CONFERENCE WITH LEGAL COUNSEL - POTENTIAL AND EXISTING LITIGATION:
CONFERENCE WITH REAL PROPERTY NEGOTIATORS
Legal Authority: Government Code 54956.8 & 54956.9(a) & (c) (1 potential case)
Real Property(ies) involved: APN 728-31-007 & 008; 25.50 acres located on the southwesterly side of

Cochrane Road (St. Louise Hospital property)
City Negotiators: Agency Members; Executive Director; Agency Counsel;  F. Gale Conner, special

counsel; Rutan & Tucker, special counsel
Case Name: San Jose Christian College v. City of Morgan Hill
Case Numbers: Ninth Circuit Court of Appeal No. 02-15693
Closed Session Topic: Potential Existing Litigation/Real Estate Negotiations

3.
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EXISTING LITIGATION:
Case Title: Kennedy et al. v. Davis et al.
Case Name/No.:  Santa Clara County Superior Court Case No. CV 803679

OPPORTUNITY FOR PUBLIC COMMENT

Mayor/Chairperson Kennedy opened the closed session items to public comment.  No comments
were offered.

ADJOURN TO CLOSED SESSION

Mayor/Chairperson Kennedy adjourned the meeting to closed session at 6:32 p.m.

RECONVENE

Mayor/Chairman Kennedy reconvened the meeting at 7:05 p.m.

CLOSED SESSION ANNOUNCEMENT

City Attorney/Agency Counsel Leichter announced that the closed sessions were continued to the
conclusion of the meeting's agenda.

PLEDGE OF ALLEGIANCE

At the invitation of Chairperson/Mayor Kennedy, retired Police Sergeant Gomez led the Pledge of
Allegiance.

SILENT INVOCATION

RECOGNITION

Mayor Kennedy presented Sergeant Gomez with a Certificate of Recognition for his many years of
outstanding service to the community as a member of the Morgan Hill Police Department.

Mayor Kennedy presented Youth Advisory Committee retiring members Leia Layus and Chelsea
Laning with Certificates of Appreciation for their years of service to the City.

PROCLAMATION

Mayor Kennedy presented Paul Bennett, President of Sakata Seeds and Diana Blea, Human
Resources Director, a proclamation in recognition of Sakata Seeds’ 25th Anniversary in Morgan Hill.



City of Morgan Hill
Special City Council and 
Special Redevelopment Agency Meeting
Minutes - July 10, 2002
Page - 3 -                                                                                                                                                                          

Mayor Kennedy presented a proclamation to Mitch Dedert, with PG&E, designating June as PG&E
Care Month.  It was noted that PG&E is directing a comprehensive education and outreach
campaign to increase the participation of residential customers who qualify for the CARE Program,
which provides qualified PG&E low and fixed income household residential customers with a 20%
discount on monthly gas and electricity bills.

CITY MANAGER'S REPORT

City Manager Tewes informed the public that now is the time to be contacting state legislators as
not much is being done with the State's budget, noting that they are in session. He said that the State
has gone without a budget since July 1, the constitutional deadline and that there appears to be no
momentum to reach a solution.  He said that there is discussion that there may not be a budget until
September.  He stated that the Council adopted the City's budget on certain assumptions that depend
upon resources allocated by the State or allocations in accordance with law established by the
legislature.  He said that there is still a great amount of uncertainty and that it appears to be setting
up to be a historic delay in the adoption of the annual budget for the State of California.
 
CITY ATTORNEY’S REPORT

City Attorney Leichter stated that she did not have a report to present this evening.

PUBLIC COMMENT

Mayor Kennedy opened the public comment for items not appearing on this evening’s agenda.  He
congratulated the Pride of Morgan Hill Softball teams, noting that the Morgan Hill Times reported
that the 10 & under team finished 2nd in the State and will be going to the national tournament in
Springfield, Missouri.  The 12 & Under team also finished second in the State and will be going to
the national championships.  He stated that the Council is proud of the softball teams, indicating that
the Council would be  recognizing the teams at a future Council meeting.  He wished the teams,
families, and coaches the best as they go through the championship tournament and congratulated
them on their successes. Also, the Morgan Hill Pinto baseball team is progressing in the baseball
tournaments as well.  No further comments were offered.

CONSENT CALENDAR:

City Council Action
Council Member Chang requested that item number 2 be removed from the Consent Calendar.

Action: On a motion by Council Member Tate and seconded by Mayor Pro Tempore Carr,
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the City Council unanimously (5-0), approved Consent Calendar Item 1 and 3-9, as
follows:

1. AMENDMENT TO AGREEMENT WITH THE LAW FIRM OF STEPHAN C.
VOLKER  
Action: Authorized the City Manager to Execute Amendment to Agreement With the Law
Firm of Stephan C. Volker.

3. PILOT JOINT USE FACILITIES AGREEMENT BETWEEN THE MORGAN HILL
UNIFIED SCHOOL DISTRICT AND THE CITY OF MORGAN HILL
Action: Authorized the City Manager to Enter Into a Pilot Joint Use Facilities Agreement
Between the Morgan Hill Unified School District and the City of Morgan Hill.

4. AWARD OF CONTRACT FOR SLURRY SEAL AND ROADWAY REPAIR
PROJECT
Action: Awarded Contract to Silicon Valley Paving for the Construction of the Slurry Seal
and Roadway Repair Project in the Amount of $147,222.75, subject to review and approval
by City Attorney.

5. APPROVE SOLE SOURCE PURCHASE OF WATER METERS
Action: Approved Purchase of Water Meters, Meter Parts and MXUs from Invensys
Metering Systems (formerly Sensus Technologies) in Accordance With Section 3.04.120.A(4)
of the Municipal Code - Brand Names or Equal Specification, and Section 3.04.150.C - Sole
Source Purchases.

6. APPROVAL OF CONTRACT/FUNDING FOR CONTRACT/TEMPORARY
ENGINEERING SERVICES
Action: Approved Contract and Funding for Two Temporary Full-time, and One Contract
Part-time, Engineer, subject to review and approval by City Attorney.

7. AWARD CONTRACT FOR CONSTRUCTION OF THE WARREN/HALE/NOB
HILL TERRACE STREET IMPROVEMENT
Action: Awarded Contract to Wattis Construction Company, Incorporated for the
Construction of the Warren/Hale/Nob Hill Terrace Street Improvement Project, subject to
review and approval by City Attorney.

8. SUBDIVISION APPLICATION SD 01-10: COCHRANE-COYOTE ESTATES
Action:  Took No Action, Thereby, Concurring With the Planning Commission’s Decision
Regarding Approval of the Subdivision Map.

9. SUBDIVISION APPLICATION SD 01-11: COCHRANE-MISSION VIEW
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Action: Took No Action, Thereby Concurring With the Planning Commission’s Decision
Regarding Approval of the Subdivision Map.

2. MEMORANDUM OF UNDERSTANDING WITH MORGAN HILL UNIFIED
SCHOOL DISTRICT AND SAN JOSE REGARDING PROVISION OF SERVICES
TO SOBRATO SITE 

Council Member Chang requested that staff explain the traffic portion of the report.  

City Manager Tewes stated that the agreement before the Council is a comprehensive agreement by
which the City would provide public services, including sewer and water, to the new high school.
Consistent with conditions previously established by the City Council in previous agreements, the
Council has asked that environmental impacts be mitigated.  He stated that this agreement identifies
traffic to be one of the impacts.  He said that the environmental impact report (EIR) adopted by the
School District identified a potential problem on Burnett Avenue which when widened to four lanes
may still carry a lot of a.m./p.m. peak traffic that would make it somewhat difficult for individuals
in the adjacent mobile home parks to access Burnett Avenue, and ultimately Monterey Road.
Therefore, the EIR recommended that there be a monitoring of the traffic situation and that if
warranted, a traffic signal be installed at a future date.  He indicated that this agreement embodies
these representations.

Council Member Chang stated that the City-School Liaison Committee has worked hard on this
project to make it work.  It was her belief that this was not a common situation and that in general,
the City would have required additional mitigations such as the installation of a traffic signal as part
of project construction.

City Manager Tewes stated that it has been the City's experience that when the City is the lead
agency performing the environmental report and a traffic report identifies an adverse environmental
impact, the City would require the establishment of mitigation measures.  If this meant the
installation of a traffic signal, the City would require the construction of a traffic signal as part of
the condition of approval.  He noted that this is not an instance where the City is the lead agency for
the project and that the School District is the lead agency.  The School District has determined that
they wish to first establish the school's traffic patterns and then determine whether a traffic signal
is required.  This agreement provides a protocol on how the studies and monitoring will be
conducted.

Council Member Tate stated that it was his recollection that the Liaison Committee felt that the
school times are not at times when peak hours/backups occur.  The School District wanted to
monitor traffic to see if it is a serious enough problem. He stated that if he was living in the adjacent
trailer park, he would vary his travel plans around the school peak times. He did not believe that a
traffic problem would occur. 
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Mayor Pro Tempore Carr stated that the School District has discussed adjusting their starting and
ending times so that the intense period of traffic for the school does not coincide with the intense
period of commute traffic on Burnett Avenue.

Council Member Chang inquired whether it would be up to the School District or the City to install
the traffic signal if it is found that a traffic signal is needed based on the traffic study should area
residents request said installation? 

City Manager Tewes responded that it would be the School District's responsibility to install a traffic
signal should it be warranted. 

Mayor Pro Tempore Carr stated that the agreement stipulates that the School District will use the
first year to study the traffic patterns to determine impacts and to determine whether installation of
a traffic signal is warranted.  He said that the Council could make sure that complaints and
comments that come before the City Council are included in the comments in the study the School
District completes after a year's period of time.

Council Member Chang said that the City is trying to do everything it can to assist the School
District.  However, she did not want the City to be responsible for a mitigation measure that the City
is not responsible for.

Mayor Kennedy stated that this is a good faith effort, on the City's part, to work with the School
District.  However, should there come a time that the traffic counts warrant and justify the
installation of a traffic signal, he would expect a good faith effort on the part of the School District
to follow through with their comments.  He felt that the agreement requires this and therefore, he
would support the recommended action.

Council Member Sellers felt that the project was unique and that both entities are public agencies
directly subject to concerns of the community.  It was his belief that if traffic problems are
experienced, both agencies would work together to solve the problem.

In response to Council Member Chang’s inquiry, Mayor Pro Tempore Carr indicated that should a
traffic signal be required, the School District would be responsible for its installation.  He felt that
the agreement before the Council is one that demonstrates a partnership.  The City is providing
services provided that the School District. Should the School District does not meet their
responsibilities, there would be some services that would be important to it that the City would be
providing at risk.  Therefore, he felt that the City has leverage in making sure that off site
improvements are completed. He felt that should problems arise in the future, they would be
addressed, as necessary.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
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City Council unanimously (5-0) Authorized the City Manager to Execute an
Agreement Between the City of Morgan Hill, the Morgan Hill Unified School
District, and the City of San Jose Regarding Provision of Police, Fire, Water and
Sewer Services to the Sobrato High School Site.

City Council and Redevelopment Agency Action
CONSENT CALENDAR:
 
Action: On a motion by Council/Agency Member Tate and seconded by Council/Agency

Member Sellers, the City Council/Redevelopment Agency unanimously (5-0),
approved Consent Calendar Item 10 and Item 11, as follows:

10. REGULAR CITY COUNCIL AND SPECIAL REDEVELOPMENT AGENCY
MEETING MINUTES OF JUNE 19, 2002
Action: Approved the minutes as written.

11. SPECIAL AND REGULAR REDEVELOPMENT AGENCY AND SPECIAL CITY
COUNCIL MEETING MINUTES OF JUNE 26, 2002
Action: Approved the minutes as written.

City Council Action
PUBLIC HEARINGS:

12. ZONING AMENDMENT APPLICATION, ZA-00-05: HALE-GLENROCK/SHEA
HOMES - Ordinance No. 1572, New Series

Director of Community Development Bischoff presented the staff report.

Council Member Tate indicated that the staff report references the June 25, 2002 Planning
Commission meeting, noting that the staff report did not include these minutes. He said that some
issues were raised at the meeting because the action taken was not a unanimous vote. He requested
that staff relate what the Planning Commission's issues were.

Planning Manager Rowe stated that the General Plan requires that a row of single family homes
interfacing between the R-2 portion of the project and Hale Avenue. Alternative plans were
reviewed by the Planning Commission.  The most recent alternative shows a drive aisle that extends
around the back side of the project so that the units have the garages accessible on the back side and
the front elevations face toward the local street inside the development. There was a question
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whether these units should be oriented such that the community would be looking at back fences and
garages from Hale or whether the units should face toward the creek and recreational emenities.  He
informed the Council that this issue was not fully resolved.  Staff is recommending that the details
of the single family homes be addressed as part of the subsequent R-2 RPD amendment so that the
applicant can proceed with a tentative map application.  He indicated that the Planning Commission
supports this action.  He said that staff would work out the final details with the applicant and return
to the Council at a later date.

Mayor Kennedy opened the public hearing.  No comments being offered, the public hearing was
closed.

Action: On a motion by Council Member Tate and seconded by Mayor Pro Tempore Carr,
the City Council unanimously (5-0) Waived the reading in full of Ordinance No.
1572, New Series.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council Introduced Ordinance No.  1572, New Series, by Title Only, as follows:
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF MORGAN HILL
APPROVING A ZONING AMENDMENT AND THE APPROVAL OF A PRECISE
DEVELOPMENT PLAN FOR THE CAPRIANO/MADRONE CROSSING
DEVELOPMENT.  THE RESIDENTIAL DEVELOPMENT PLAN IS ON A 68 ACRE
SITE LOCATED ON THE WEST SIDE OF MONTEREY ROAD, SOUTH SIDE OF
TILTON AVENUE, ON THE EAST SIDE OF HALE AVE. (APN’s 764-09-005, 006,
007, 008, 009, 010 & 014) by the following roll call vote: AYES: Carr, Chang,
Kennedy, Sellers, Tate; NOES: None; ABSTAIN: None: ABSENT: None.

13. ZONING AMENDMENT ZA: 01-16: COCHRANE-MISSION RANCH - Ordinance
No. 1573, New Series 

Director of Community Development Bischoff presented the staff report.

Mayor Kennedy opened the public hearing.  No comments being offered, the public hearing was
closed.

Action: On a motion by Council Member Tate and seconded by Mayor Pro Tempore Carr,
the City Council unanimously (5-0) Approved the Mitigated Negative Declaration.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council unanimously (5-0) Waived the reading in full of Residential Planned
Development Ordinance No. 1573, New Series.
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Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council Introduced Residential Planned Development Ordinance No.  1573,
New Series by Title Only, as follows:  AN ORDINANCE OF THE CITY COUNCIL
OF THE CITY OF MORGAN HILL APPROVING A ZONING AMENDMENT TO
ESTABLISH A NEW PRECISE DEVELOPMENT PLAN FOR THE 98 ACRE
MISSION RANCH DEVELOPMENT LOCATED ON THE SOUTH SIDE OF
COCHRANE ROAD AND EAST OF MISSION VIEW DRIVE IN THE R-1
(7,000)/RPD ZONING DISTRICT.  (APN 728-32-001, 002, 003 AND 728-33-001)by
the following roll call vote: AYES: Carr, Chang, Kennedy, Sellers, Tate; NOES:
None; ABSTAIN: None: ABSENT: None.

14. ZONING AMENDMENT ZA 01-15: COCHRANE-COYOTE ESTATES - Ordinance
No. 1574, New Series

Director of Community Development Bischoff presented the staff report.

Mayor Kennedy opened the public hearing.  No comments being offered, the public hearing was
closed.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council unanimously (5-0) Approved the Mitigated Negative Declaration.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council unanimously (5-0) Waived the reading in full of  Residential Planned
Development Ordinance No.  1574, New Series.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council Introduced Residential Planned Development Ordinance No.  1574,
New Series by Title Only, as follows:  AN ORDINANCE OF THE CITY COUNCIL
OF THE CITY OF MORGAN HILL APPROVING A ZONING AMENDMENT TO
ESTABLISH A NEW PRECISE DEVELOPMENT PLAN FOR APPROXIMATELY
18-ACRES ON THE WEST SIDE OF PEET ROAD FROM R-1 (9,000) TO R-1
12,000 RPD AND INCORPORATING THE AREA WITH THE ADJOINING
COYOTE ESTATES DEVELOPMENT, LOCATED ON THE NORTH SIDE OF
COCHRANE ROAD AND WEST SIDE OF PEET ROAD.  (APN 728-35-008, 9 & 10;
728-36-001 & 10) by the following roll call vote: AYES: Carr, Chang, Kennedy,
Sellers, Tate; NOES: None; ABSTAIN: None: ABSENT: None.

15. CONFIRMING THE SANTA CLARA COUNTY FIRE MARSHAL’S REPORT ON
BRUSH ABATEMENT
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Assistant to the City Manager Dile presented the staff report.

Mayor Kennedy opened the public hearing.  No comments being offered, the public hearing was
closed.

Action: No Action Taken.

16. APPLICATION ZA-02-07: TEXT AMENDMENT RESIDENTIAL DEVELOPMENT
CONTROL SYSTEM (RDCS) STANDARDS AND CRITERIA 

Senior Planner Rowe presented the staff report.

Council Member Sellers noted that the staff report states that the proposed recommendations would
increase the opportunity and allow the City to fill the moderate level gap. He requested that staff
explain how the City assures that the Below Market Rate (BMR) units are not shifted from low to
medium income units.

Mr. Rowe stated that in order for a project to obtain maximum points in the housing needs category,
a developer would need to provide the traditional 10% BMR units. The proposed amendment would
provide an opportunity to provide more than the 10%.  The Measure P Committee would like to
provide the opportunity to be able to obtain additional points but not to the extent to where a
developer cannot afford to participate in the BMR program.  He informed the Council that the
Measure P Committee consulted with the City's Housing staff to make sure that they were
comfortable with the proposed amendments and that they would not negatively affect the success
of the City's BMR program. He stated that the Housing staff is supportive of the amendments. 

Council Member Chang referred to the double park fee, noting that it has been capped at $3,000 per
unit.  She inquired as to the justification for capping the double park fee, noting that the Council
would be considering fee increases in the future.  She inquired why it is being proposed to cap the
park fees at $3,000 at this time, noting that the normal fees would be close to $5,000.

Mr. Rowe indicated that ongoing projects have made a commitment to pay double fees with one
project agreeing to pay triple fees.  The cap was based on the understanding of the current in lieu
fees that can be factored into the overall budget of a development. If the in lieu fees are raised by
a significant percentage, you would double or triple the fees and would represent a substantial
increase in what those projects would be required to contribute in fees in lieu of park dedication.
He noted that public facility improvements are equivalent to approximately $1,000 per unit in terms
of developers’ cost.  When you start looking at standard fees and the increases, you would multiply
this number to the double or triple commitment.  The per unit cost for the three points to be received
may be $2,000 or $3,000 per unit.  This would be well in excess of the $1,000 per unit cost per point
per unit in other categories.  It was the goal of the Measure P Committee that commitments made
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would equate to $1,000 per unit to purchase a point.  He stated that it would cost more than $1,000
for the point if a developer pays in lieu fees. 

Mayor Kennedy indicated that the Park Master Plan identifies the need for additional public parks.
He inquired how the proposed amendments would help achieve the goals of the Park Master Plan?
He inquired how the City would fund the new parks that are needed in terms of capital and
maintenance costs?

City Manager Tewes said that next week, the Council would be considering recommendations
regarding development impact fees. If enacted at the levels proposed, they would be sufficient to
meet the Park Master Plan's objective for the acquisition and development of new park space.
However, development impact fees cannot pay for the cost of maintenance.  He stated that it has
been Council policy to take Measure P fees and deposit them into a park maintenance fund. It has
been the Council's practice to try to maintain the purpose of the fund and only use the interest earned
on the fund for annual maintenance costs.  He said that it is this fund that is available to help support
the maintenance of existing parks as they are developed.

Mayor Kennedy inquired whether the City would be jeopardizing its ability to provide the funds to
maintain the parks by capping these fees?

City Manager Tewes stated that it was his understanding that the cap is proposed at a level that is
a little more than the current doubling rate.  Therefore, there would not be a reduction in the amounts
that would be coming into the funds.  He did not believe that the authors of the proposal were
considering the City's budgetary concerns or how to finance the capital programs.  They were
concerned about the Measure P process and how to gain points.  This is why it is important for the
Council to review the recommendations as the Council would bring forward a different perspective
than the authors of the proposed sets of criteria. 

Mayor Pro Tempore Carr clarified that the Measure P Committee attempted to have points applied
uniformly throughout the standards and criteria where it equates to approximately $1,000 per unit.

Mayor Kennedy opened the public hearing.  

Rocke Garcia indicated that he served on the Measure P Committee.  He said that the Committee
worked hard on a lot of the issues being discussed.  He stated that the Committee felt strongly that
the City needs to eliminate mini parks.  He noted that more points are gained if a developer expands
a local park.  He said that the Quimby Act requires so many acres of park per 1,000 residents.  He
referred to page 254, Section 8 of agenda item 6.  The Committee wants to encourage smaller
projects to pay the fees so that the City does not have mini parks and that there is better use of
dollars. Yet, in item 6, the City is encouraging larger projects to put more into large parks. He would
like to encourage smaller projects (10-23 units) to pay in lieu fees in order to eliminate or avoid mini
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parks.  He acknowledged that these would be private parks, noting that developers would still be
paying park fees.

Scott Schilling stated his support of the Planning Commission's recommendations for the Measure
P standards and criteria and the competition.  He indicated that all projects have to pay current or
future park impact fees.  The specific area being discussed in the criteria is that if you are a small
project of 23 units or less, the developer can opt out of building a park. However, the developer
would still have to pay impact fees regardless of whether it is $3,000 or $5,000 per unit.  If a
developer does not install a park, the developer would have to pay the additional funds above and
beyond the impact fees in order to not build a park in a project.  A developer would have to pay the
impact fees in addition to the $3,000. This would provide an impact fee and additional funds for City
parks instead of getting mini parks associated with small projects.  He noted that every project would
have to pay impact fees, no matter the established amount.

Dick Oliver said that the rational for limiting the amount is the issue of a nexus (relationship
between the fee and the project being built).  There has always been a concern that the Measure P
point system goes over a certain level and that the City would be forcing developers to pay the fees
without a nexus between the project and the fee.  If you get too many of these, then Measure P could
be subject to litigation for conflicting with State statute.  The Measure P Committee is
recommending a fee structure that makes sense and has a nexus.  It is felt that the $1,000 per unit
is a range that is appropriate. 

City Manager Tewes said that the issue of whether or not contributions under Measure P are subject
to a nexus or a proportionality requirement is one that home builders have raised a number of times.
Staff has consistently held that these are voluntary payments, noting that only 47% of the developers
pay them. They are paid only for the purpose of moving ahead in the line to get an allocation earlier
rather than later, they are not subject to AB1600 statutory requirements, and that there is no
requirement of a nexus. He agreed that it would be good to establish a cap at a certain level but that
the cap is not because of the nexus issue.

No further comments being offered, the public hearing was closed.

Action: On a motion by Council Member Sellers and seconded by Mayor Pro Tempore Carr,
the City Council unanimously (5-0) Waived the reading in full of Ordinance No.
1575, New Series.

Action: On a motion by Council Member Sellers and seconded by Mayor Pro Tempore Carr,
the City Council Introduced Ordinance No. 1575, New Series by Title Only, as
follows:  AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF MORGAN
HILL AMENDING THE STANDARDS AND CRITERIA AND PROCEDURES OF
THE RESIDENTIAL DEVELOPMENT CONTROL SYSTEM AS SET FORTH IN
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CHAPTER 18.78 OF THE MORGAN HILL MUNICIPAL CODE by the following
roll call vote: AYES: Carr, Chang, Kennedy, Sellers, Tate; NOES: None; ABSTAIN:
None: ABSENT: None.

Council Member Tate felt that the Council focused on an area that warranted further review and
discussion next year as it moves along. 

City Council and Redevelopment Agency Action
OTHER BUSINESS:

17. CHAMBER OF COMMERCE’S PROPOSED “MARKETING PLAN FOR
ECONOMIC DEVELOPMENT AND TOURISM”

City Manager/Executive Director Tewes presented the staff report.  He indicated that the Chamber
of Commerce submitted their Economic Development and Tourism/Marketing Plan a few weeks
ago.  The Council/Redevelopment Agency requested that staff review the plan and provide it with
some thoughts on how to proceed. He indicated that staff's recommendations are included in the
agenda packet (page 276) for Council/Agency reference. He stated that the plan developed by the
Chamber represents a great deal of work by their volunteers and professional staff.  In addition to
their efforts, the Plan is bold, aggressive and sets a new direction for the Chamber of Commerce.
The Plan establishes a new structural organization for the Chamber, one that would move them into
a new headquarters and new building for tourism and visitor services.  He stated that in addition to
the money they are asking the City to contribute, the Chamber is committed to raising over $100,000
per year than they currently raise in order to implement this plan.

Mr. Tewes stated that staff saw three policy issues that would be appropriate for the Council/Agency
to address:

1) Should the City Council and the RDA allocate more public dollars toward economic
development staffing and marketing in this era of limited resources?

Mr. Tewes informed the City Council that at its annual goal setting retreat, it established one of its
goals for the year to expand the level of effort in economic development and marketing.  The
Council specifically requested that staff work with the Chamber to develop a joint marketing plan.
Also, at the retreat, the Council indicated its desire to increase the amount of RDA funds available
for economic development.  In the spring, when the Council went through its allocation process, the
Council/Agency increased the allocation available to economic development by $1 or $2 million
more than had been previously allocated.  With respect to marketing, the Council/Agency indicated
that there should be an expanded effort.  He stated that it is staff's recommendation that the expanded
effort be established with a price tag of $50,000, an amount sufficient to be used for marketing
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materials, ad placements, etc.  This $50,000 would be in addition to the existing $90,000 which the
Council/Agency could consider a base level of support.  He stated that the Council has always
recognized that economic development is an investment in the future.

2) Should the Council/Agency agree that the City should spend more, should the focus of the
spending be on the items identified in the Chamber's plan, specifically tourism and visitor
services?

Mr. Tewes indicated that the Chamber is proposing that funding be spent to support staff and
marketing.  He stated that the Chamber has included an effort in promoting tourism and providing
visitor services.  He suggested that this is a small part of the local economy and asked if this is where
the City wants to pay the extra dollar, if it had one (tourism).  He indicated that the General Plan lists
a number of economic development goals.  The Council adopted, in the General Plan, a goal that
the City promotes additional tourism.  He said that the General Plan goal was to work on finding
visitor attracting facilities and things that would attract tourists (e.g., museums, etc.).  If the private
sector was to come through with the subsequent phases of the aquatic center, the City would have
an outstanding aquatic facilities that would bring visitors and tourism.  He said that one can promote
tourism and economic development by building tourism facilities and encouraging them or by
providing services to tourism as suggested in the Chamber's proposal.  He said that staff believes
that this is something that the Council/Agency should think about.  Staff recommends that the
Council/Agency consider establishing a subcommittee to work with the Chamber on how to move
forward on the tourism goal and to check/test availability of other new private resources that are
promised in the plan to see whether those in the tourist and hospitality industries are prepared to
support such an effort. Staff further recommends that the Council/Agency look at other options such
as establishing a subregional visitors tourism effort with Gilroy and others or contract with San Jose.
Staff felt that it was important for the Council/Agency to proceed to evaluate options before it makes
a final judgement in this area.

3) Should the economic development strategy of the City and the Agency be implemented by
adding staff at the Chamber of Commerce and the suggestion of the plan that they proceed
working on business attraction/retention in a more proactive way?

Mr. Tewes indicated that the material presented to the Council/Agency suggests that the City
proceed with this work. The question is whether the City should spend more. He said that it is staff's
recommendation that before the City makes a multi year commitment to provide additional staffing
to be proactive, the City needs to be clear what is meant by being “proactive.” Staff is
recommending that the Council/Agency first go through a process of clearly identifying its economic
development strategy.  He noted that the Council has adopted a similar approach with respect to the
Housing strategy that is underway and would be presented to the Council before the end of the
calendar year.  In this year's workplan, staff committed to the Council the development of an
economic development strategy and that it would be appropriate to work with the Chamber in its
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development.  Staff does not recommend that the City proceed with a multi-year financial
commitment until the City first has the strategy in place that would be implemented by the Chamber
and City staff.    

Mayor/Chairman Kennedy opened the floor to public comment.

Alex Kennett acknowledged members of the Chamber staff, Chamber Board and members of the
Chamber of Commerce in support of the Chambers' efforts to improve economic development in
Morgan Hill.  He said that the Chamber has brought forth and was given some tools in which to do
a job in terms of promoting, retaining and gaining businesses (economic development in general).
The result of this is that the Chamber/City is here again 10 years later, with no change. He said that
just enough money was provided 10 years ago to provide the tools but not the means to use the tools.
This is what he sees again tonight in staff's recommendation. He always felt that during the process
of bringing forth economic development and a tourism plan that the General Plan Update is the basic
document to direct economic development. He said that Chamber prides itself in its cooperative
efforts in developing this economic development plan and tourism plan.  He indicated that at every
Chamber meeting, there was at least one city staff member as well as one elected council member
in attendance the entire process. He felt that staff’s answer to the plan was an answer to a different
plan and was not the one that the Chamber worked on. 

Sunday Minnich, Director of the Chamber of Commerce, highlighted some of the items from the
marketing plan which the Chamber feels are important and addressed some of the questions listed
in the staff report.  She said that the Chamber has looked at the entire development of this plan over
the last five months as a joint partnership with the City. She said that the plan is not developed for
the Chamber to do the marketing as a stand alone but in partnership with the City of Morgan Hill.
She indicated that this is the Chamber's number one priority.  The Chamber felt that with staff's
participation over the last five months, the Chamber had the City's support.  She indicated that the
marketing plan addressed staff's lower priorities in order to allow staff to focus their time on high
priorities (e.g., implementation of the auto district strategy and providing ombudsman services to
businesses). She informed the Council/Agency that she received a call from a construction company
with a client who read about Morgan Hill's interest in developing an auto district and would like to
discuss bringing car dealerships to Morgan Hill. She noted that this person read this through a
proactive approach that the City took in promoting and marketing the auto district.  She indicated
that she immediately referred this call to Mr. Toy in order to schedule a meeting for Thursday
morning as it is an item that is on the City’s high priority list.  She felt that this was a perfect
example of how the City's proactive approach in promoting marketing helped to promote Morgan
Hill's interest in an auto district. She pointed out that this professional firm made their first point of
contact with the Chamber of Commerce to obtain information.  This is an example of how a
partnership with the City and the Chamber can work through marketing efforts.

Ms. Minnich stated that the report the Council/Agency received from staff also states the
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phenomenal industrial and commercial growth the City has experienced over the past three years.
She applauded the City for facilitating the growth and felt that the figures presented in the report
were perfect examples on how marketing is important to fill the space that have been facilitated by
Business Assistance and Housing Services staff for business development. It is the Chamber's
intention to develop, plan, and fill vacant buildings that have already been zoned and approved for
development.  She felt that the direction should come from city staff and Council through their
facilitation of growth and what has been approved through the Visioning Process in the General Plan
Update.  She stated that the Chamber does not have intentions of marketing what the City does not
feel would fit in with the infrastructure.  The Chamber does not have a desire to alter land uses or
negotiate city services or program. She indicated that the partnership is one that the Chamber would
market and the City could provide services.

Ms. Minnich requested that the Chamber be funded through the Redevelopment Agency for money
already allocated for economic development. In return, she said that the Chamber would increase
the Transient Occupancy Tax (TOT), sales taxes, and property taxes which contribute to the General
fund to support city services that improve the quality of life for residents. She noted that the staff
report states that the Chamber must either increase sales tax by approximately 1.5% or the TOT by
10% for the marketing plan to pay for itself. She noted that the report does not state anything about
property tax which the Chamber plans on increasing as well.  The Chamber believes that it can meet
the goal if the marketing plan is adopted.  To alleviate any confusion about the hiring of a staff
person, the marketing plan states that the marketing professional will be an employee under the day
by day management of the Chamber.  Because of the importance of the Chamber's partnership with
the City, the Chamber has asked city representatives to assist with the selection of this employee.
She said that the Chamber would be accountable to the City based on its contract and the
implementation of the marketing strategy as outlined in the marketing plan. If the City decides to
hire a marketing person or consulting firms, the City would not receive the benefit of private funding
or have the regional relationships that the Chamber has already established.  She indicated that two
task force committees consisting of professional individuals have put a lot of time and effort into
the marketing plan.  It is felt that the Chamber has addressed staff's comments, questions and
concerns submitted throughout the past five months.  With Council/Agency approval, the Chamber
is ready to work with city staff to hire a marketing professional and start the partnership in marketing
Morgan Hill.    

Mr. Kennett said that staff's recommendation ignores two important issues: 1) The Chamber was
given the mandate of a sense of urgency.  He stated that the sense of urgency is not addressed. He
said that the Chamber cannot spend much more time on consultants or time to develop a plan. 2) The
City would provide the Chamber with just enough marketing tools but not the implementation of the
tools.  He said that the Chamber can get its website up and all the tools to implement the marketing
plan.  However, there is no one in place to make the marketing plan work.

Council/Agency Member Sellers stated that he has conducted economic development in a smaller
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scale.  He said that in recent years, there have been attempts to throw money at the problem and to
buy that which may not be economically feasible in a community.  He felt that this has always been
a short-sighted approach.  He noted that Gilroy has thrown millions of dollars at big box retailers,
and that Morgan Hill has not done this nor has Morgan Hill done it successfully.  He inquired
whether the allocations being requested by the Chamber are sufficient to accomplish the marketing
plan without the need to return for additional funding?

Ms. Minnich responded that the Chamber takes its direction from the Council.  If the City does not
want big boxes, the Chamber would not go after big box businesses.  She indicated that the Chamber
is providing marketing and bringing staff businesses.  It would be up to staff to negotiate City
programs and services with the businesses.  She noted that the Chamber is not looking to rezone
properties.  The Chamber is looking to fill what has already been included in the General Plan
update and what has been zoned industrial, commercial and vacant space to help businesses thrive
and to create jobs in Morgan Hill.  The Chamber is not looking for sprawl, but looking for infill
through the visioning of the General Plan update.

Council/Agency Member Sellers inquired whether the City would end up in a situation where each
quarter the City would receive requests to spend significant amounts of capital should the City enter
into this agreement.

Mr. Kennett felt that the Chamber has identified its funding needs, noting that the Chamber is
looking at a five-year process.

Rocke Garcia stated that as a local developer and home builder, he supports the Chamber's
Marketing Plan. He felt that a full time marketing professional would help and that he did not
believe that enough can be spent toward marketing.

David Dworkin, Holiday Inn Express, indicated that he has had extensive work in the hotel industry
over the last 12 years from Monterey to San Francisco, running six hotels last year.  He said that the
City is two-years late in its economic development efforts.  He said that the TOT is the primary
source of funding for the general fund.  He felt that the City over developed hotels. If there are too
many hotel rooms and not enough demand, it would result in lower rates.  He said that the TOT is
down approximately 45% from the prior year.  He said that this is normal for Silicon Valley, noting
that Silicon Valley is taking a harder hit than most of the other areas.  Tourist areas such as
Monterey are not experiencing a problem. He felt that the City needs to make sure that it allocates
the Chamber in both aspects.  He felt that the City has all the tourist ingredients talked about such
as nearby golf courses, movie theaters, wineries, etc. He recommended a long term commitment
between the City and the Chamber in order to be successful because it would take many years to see
results.

Mayor/Chairman Kennedy stated that he has heard that in order for tourism to work, the City needs
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major attractions in Morgan Hill that are lacking. He inquired as to the attraction in Morgan Hill that
would encourage individuals to stay in Morgan Hill?

Mr. Dworkin stated that the City has the soccer complex that fills hotel rooms.  He felt that Morgan
Hill has a better base than the City of San Jose.  He felt that the residents of Morgan Hill need to be
educated on what there is in Morgan Hill and package it.  He felt that bus tours can be taken from
Morgan Hill to surrounding attractions as it is central to San Francisco and Monterey.  The City
itself does not have a draw other than its location.  He did not know what can be done to address
this.  He said that the aquatics center and a baseball park would help address the issue of
encouraging others to stay in Morgan Hill.  He said  youth sports are part of the equation as parents
will spend money on their children.  He felt that there were many avenues that are new that can be
addressed and that it would take a subcommittee to hire the marketing professional.

Scott Schilling noted that it was indicated that the housing market was decent.  However, the
commercial and hotel market is the opposite of the current housing market.  He stated that the
marketing efforts by the Chamber can have a significant impact on TOT revenues and other
revenues that eventually come to the City due to their efforts.  He said that the Chamber is frequently
one of the first contacts he makes, as a developer, when he looks at other areas.  He looks to the
Chamber for numbers, what is taking place in a town, what kind of events they hold, and services
offered.  He felt that the Chamber plays a critical role with a new perspective business that want to
come into town.  He said that the Chamber has the ability to raise private sector funds for marketing
efforts which cannot often be done through the City unless TOT revenues can be used for marketing
efforts. He said that there are some significant marketing efforts that can be put together by the
Chamber and local hotel industry as there are a lot of things that the area has to offer such as
Bonfonte Gardens and the Coyote golf course that would help fill hotel rooms and bring individuals
into the city. He stated this support of the Chamber's marketing plan as it can have a significant
impact on bringing in new business, creating interest in the community, filling hotel rooms, and
restaurants.

Bill Weber, member of the Economic Development Committee, speaking for himself, felt that the
issue is that of becoming proactive, and not reactive.  He felt that the Chamber is being proactive
in recommending that it move forward, in a partnership with the City, with its marking plan of
making Morgan Hill the place to be.

No further comments were offered.

Council/Agency Tate stated that he agreed that the Council requested, at their retreat, that staff and
the Council work with the Chamber of Commerce to come up with a mutually agreeable and
supportable proposal, noting that he acted as the Council's liaison to this effort. He said that he spent
five long months in meetings trying to help do so. He indicated that he is a member of the Chamber
of Commerce and that an important point to keep in mind is that the Council represents the citizens
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of the community.  He said that the strong advocates of the Chamber are the individuals who help
the City the most and are willing to come forward to help the City in this effort. He stated that he
did not have a problem with the contents of the staff report as the Council needs to work through
all the issues raised by staff. He said that he was disappointed that the City is not working in sync
the individuals putting together an agreeable proposal that can be carried forward. He felt that the
City needs to get to the point where it has an agreeable partnership to move forward.  He stated that
he was leaning toward the approach that the Chamber has suggested. He said that a couple of weeks
ago, when this was presented to the Council, he was leery about making a long term commitment
because the Council has to gage the proposal as it goes along.  He is skeptical about approving
additional staff for a separate tourism program in the second year.  However, he felt that these were
elements that the Council could work through and that it would not take long to discuss the
economic development philosophy, as a Council.  He stated that he did not have a problem with
doing what staff is recommending but that he was disappointed that it was not completed and that
individuals were not heading in the same direction.

Mayor/Chairman Kennedy stated that as he read the staff report and revisited the Chamber’s report,
he felt that the City needs to be proactive.  When the General Plan was put together, an economic
study was prepared, noting that several of the Council members were part of the process of putting
together the General Plan.  Factual hard numbers were identified that need to be dealt with.  He
noted that the Chamber is asking for a five-year budget that averages $90,000 per year for a total
of $585,000+.  The Chamber is asking for a $1 million over this amount and felt that this was a
significant commitment to make.  He was not comfortable making a commitment to provide an
additional $500,000 to the Chamber this evening as he did not believe that there was sufficient
factual data to show that the City is heading in the right direction. He liked the idea of expanding
the tourism business, but he did not know if this was based on emotion or whether there are
significant dollars that can be captured.  He stated that he would like to receive additional
information before making the $500,000 commitment, perhaps using data already gathered that
could make a financial case for what is being requested.  He wanted to know which area would have
the greatest bang for the dollar and felt that this is a piece of information that is missing.  He
recommended that additional time be given toward answering these questions.  He stated that he
wanted to have enough factual information before making a $500,000 decision.

Council/Agency Member Sellers inquired whether it was a comfort level of $500,000+ over five
years that Mayor Kennedy was not comfortable with or whether he felt that there was not enough
information to see the benefit of different approaches?

Mayor/Chairman  Kennedy noted that it was stated by one of the speakers that it was important that
the person be offered a long term commitment toward economic development.  Even though there
are annual re authorization requests, he said that this was not something that he would want to start
off and then two years later state that the program is not working, only to lay off the individual.  He
said that he would prefer to be more cautious going into the process.  He did not believe there were
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specific quantifiable goals/results that can be achieved identified.

Council/Agency Member Sellers noted that Gilroy has a model that in some way parallels what is
being addressed.  He felt that everyone involved in the process has to be clear about the economic
development goals.  He stated that when he first came onto the Council, money was given to
Specialized Bicycles to make sure that they stayed in town.  He supported this effort even though
it was controversial at the time.  However, it was the right thing to do because of the benefit to the
community in terms of what Specialized brought/meant to the community and that it was not just
about the money.  He said that the Council needs to identify what businesses should be brought into
the city.  He said that he was uncomfortable with the economic side of things. He said that there
were two components to the proposal and that he wanted to make sure that he has both components.
He stated that he understood the unique role that the Chamber can play as well and felt that the City
needs to find a balance.  He stated that he was enthusiastic about the tourism part of the proposal
because it is not a component that is being done at this time nor is it something that could be
developed on the public sector side effectively for a variety of reasons.  He felt that there were
significant merits on trying to proceed with the Chamber's proposal with clear understanding.  He
noted that the staff report outlined quantitative criteria on the tourism side. He recommended that
the City require quantifiable measures so that a year from now, significant progress can be
identified. He felt that progress needs to be shown against what the economy is doing and that the
Chamber's proposal is an added value.  He felt that there was a lot of merit to the proposal and that
he was anxious about delaying it too long.  He recommended that the Council discuss the proposal
further to see if it can be refined.  

Mayor/Chairman Kennedy referred to page 16 of the Chamber's proposal that identifies a small
number of measurable goals.  He felt that is a part of the proposal that needs to be developed further
such as establishing baseline data and performing benchmarks with other cities.  He further
recommended that the City look at successes and failures to see what worked and what hasn't
worked.  He stated that a concern that he had with the staff report was that it focused heavily on the
weaknesses. He felt that the City needs to be building on its successes, noting that the City and the
Chamber have been successful but that there is little talk on how you build on the successes.
 
Mayor Pro Tempore/Agency Member Carr indicated that he participated in some of the meetings
between the City and the Chamber but that it was Council/Agency Member Tate who was the
driving force/liaison between the Council and the Chamber on this project.  He referred to the third
recommendation in the staff report that addresses a clear focus on the economic development
strategy.  He agreed with staff that the City is close in focusing on an economic development
strategy.  He said that the City is going through an expensive effort to conduct a Downtown Plan
that he believes is part of economic development. He noted that the City has an annual contract in
place with the Chamber that the Council will be reviewing soon.  He inquired how this contract
plays into economic development?  He noted that this evening, the Council conducted a workshop
on the update of the zoning ordinance and indicated that a question was raised whether the zoning
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ordinance was authored in a way that makes the City less competitive. Also, in this evening's agenda
packet was the business assistance guidelines that were put together in 1999, in a different economy
and a different day.

Mayor Pro Tempore/Agency Member Carr noted that the City is a different Morgan Hill today.  He
felt that there were a lot of steps that need to take place before deciding on an economic
development strategy.  He has a lot of questions regarding retention versus attraction. He inquired
whether the City is talking about a strategy in today's economy that helps retain companies that are
located in the City as layoffs are taking place throughout the valley or whether the City is talking
about a strategy that attracts businesses regardless of the retention.  If this is the case, he asked what
businesses should be attracted?  He noted that the Council established a goal for an auto district and
that the City conducted specific marketing based on an auto district. He said that the Council
received phone calls regarding the auto district. The Council needs to know the things that
businesses seek when they look at relocating.  He felt that the positive things that Morgan Hill has
in place needs to be marketed and focused on rather than having a general marketing plan.  He felt
that before the City commences a marketing plan, the Council needs to get a better idea of what the
City/community wants and needs.  He felt that there are a lot of things the Council needs to work
on before allocating money toward any of the plans.  He appreciated staff trying to work toward a
partnership with the Chamber in order to leverage dollars in the best way.  However, he was not sure
that the City was ready to leverage these dollars.  He noted that the Council has a $90,000 contract
with the Chamber today to accomplish certain things that need to be evaluated.  He felt that the
Council needs to take a look at this contract.  He noted that $130,000 has been budgeted to start a
new mainstream downtown program.  He inquired whether this was a responsibility that the Council
can take out of the contract from the Chamber so that the $90,000 can go further toward economic
development and marketing? He felt that the City has spent a lot of money in the last budget on these
types of things and felt that the Council needs to evaluate what these dollars have done before taking
a look at spending any more dollars on any of these projects.

Council Member/Vice-chairwoman Chang echoed some of the points made regarding what is the
strategy for economic development.  She noted that individuals have stated that there is an urgency
in performing economic development. If the City can increase its budget from $15 million last year
to $16.5 million and achieve a balance budget, she felt that the City was doing well.  She did not
consider the City being in an economic dire situation. She acknowledged that the City does have a
high vacancy rate in the business park, however, she felt that this is man made.  She said that the
owner of the business park built it and did not anticipate the downturn of this particular market.
However, she was excited about the plan. In looking at Gilroy, she sees them attracting one store
after another such as Barnes & Nobel, Target, Ross, etc.  She was worried about the City's future
and whether some of these stores would remain in the community. She felt that the City should have
something in place to make sure that the City remains sound. She said that Gilroy is clear about the
businesses they want to attract. They want the big box market and big sales tax dollars.  She
indicated that she was one of the individuals who had a problem with an auto dealership and that she
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still does.  She would like the Council to study the direction and the strategy of where the City is
going. She said that she would agree to volunteer her time to work with whomever the Mayor
designates to work on the economic development strategy.  She felt that both the Chamber and the
City are good organizations and felt that the City and the Chamber should be able to work together
to come up with an excellent plan; one that everyone is comfortable moving forward with.  She
recommended that action be deferred this evening and that the Council request staff work with the
Chamber's president to work toward a plan that everyone feels comfortable with. She said that it was
hard for her to spend a large amount of money on a polarized situation. She stated her support of
moving forward with some direction from the Council for both groups to work together so that she
can approve the economic development strategy.

Mayor/Chairman Kennedy suggested that a workshop be held between the Council and the Chamber
Board to air out the issues and spend more time addressing these issues.  He felt that the Council
also needs to have a clear understanding of what it would like to see, noting that the Council does
not have a consensus on where it wants to go.

Council/Agency Member Tate stated that Mayor/Chairman Kennedy characterized this action as
making a $500,000 decision.  He noted that there has been discussion this evening about long term
commitments.  He felt that this would be an annual commitment and that the agreement would be
evaluated at the end of each year.  He felt that the marketing plan would be a positive thing.  He
inquired if it  would be the second year that the separate tourism staff member would be hired?  He
felt that questions can be evaluated as the process moves along, especially if measurable goals are
established up front.  He agreed with the comments as stated by Mayor Pro Tempore/Agency
Member Carr and what staff has suggested in terms that the Council does not have on paper the
strategy for economic development.  However, he disagreed that this was a long term project that
would take long to accomplish.  He did not object to researching the other issues raised before
moving forward.

Mayor/Chairman Kennedy noted that the Chamber is requesting a five-year commitment in order
to attract a marketing staff member and give them some sense of assurance that their job would be
secured.

Council Member Tate stated that he would not support a five-year commitment.

Council/Agency Member Sellers felt that there was a difference between the plan and how you go
about the commitment.  He said that the Chamber has presented a five-year plan.  The Council could
state that the plan is sound and that it agrees to start with year one.  The Council can review the plan
in the second year to determine if the plan still makes sense and is sound.  One of the most important
things he tries to do, as a Council Member, is to know when not to get involved.  He wanted to make
sure that the Council does not feel that they are the sole arbitrators of what good economic
development policies are for the community because he does not believe that the Council is.  He felt
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that the City has tremendous resources and that every council member is among those resources.
The City Council each has strong feelings about economic development with input from the
community.  He felt that the Council cares enough about Morgan Hill to understand where it wants
the city to go.  He noted that Mayor Kennedy has suggested a workshop format or that the Council
assign two council members to work with staff and the Chamber.  He wanted to make sure that the
Chamber is a primary player.  He felt that the City is close in putting a marketing plan together and
that the remaining elements are the quantifiable objectives and specifics about the goals. He
recommended that the Council set a time line as to when it would like staff and the Chamber to
identify all the specifics so that the individuals involved know what they have to do.

Mayor/Chairman Kennedy noted that the City Manager/Executive Director suggests the Council
appoint a subcommittee to work with the Chamber to address some of the issues raised this evening,
including the staff issues listed in the report, and report back to the Council with a recommendation.
He recommended that a Council subcommittee evaluate the entire proposal by the Chamber as well
as staff’s comments on the proposal, including comments made this evening.  The committee is to
return with a recommendation to the Council.

Council/Agency Member Tate asked how this would incorporate setting the Council's economic
strategy?

Mayor/Chairman Kennedy felt that the Council needs to discuss whether it is on the same page on
its goals.  He suggested that focus on economic development be scheduled on July 31, 2002.

Council/Agency Member Tate suggested a workshop the Chamber of Commerce be scheduled on
July 31.

Council Member/Vice-chairwoman Change questioned whether one workshop would be enough to
complete the process, noting that a set of goals would need to be established and priorities identified.

Mr. Kennett referred the Council to page 16, the measurable goals page of the Chamber's marketing
plan, and page 12, return on investment of the staff report.  He stated that one of the things that the
Chamber agonized over, in developing this plan, was measurable goals.  He did not believe that the
Chamber did well on this.  Yet, in a few days, some of the answers sought were turned over to the
Chamber working closely with staff.  He felt that the Economic Development Committee (EDC) and
staff can work well.  He referred the Council to page 28 of the marketing plan relating to the
Director of Marketing Communications.  He stated that part of the proposal of hiring and directing
this individual, philosophically, is proposed to be a part of an EDC executive board made up of two
council members, two city staff members, president of the EDC as well as the Chamber Executive
Director. He proposed that the Council continue with its idea of a workshop. In the mean time, the
EDC can start the process of further defining the direction of economic development for the City.
He further recommended that the Council/Agency use a 60-day time frame to bring a plan back that
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would be approved by staff, the Chamber and the Council. 

In response to Council Member/Vice-chairman Chang’s inquiry, Mayor/Chairman Kennedy felt that
60-days was sufficient time for the EDC to return to the Council with a proposal. 

Council/Agency Member Sellers felt that a six-member Committee would formulate the time frame.
In his four years on the Council, he felt that the Council did things well and some things not as well.
He did not want the Council to wallow in the minutia and get over its head.  He felt that the Council
does best when it looks at the overall picture and tries to set a broad direction.  He felt that the
Council has done a good job about giving a broad economic development picture over the past years.
He felt that the Council tends to have a consensus on the major economic development issues that
come before it, as a rule.  He recommended that the committee go off and try to identify these based
on what the Council and the community has come to a consensus upon over the past few years.  The
Council can review the proposal and identify things that were missed and identify the emphasis
versus having the Council trying to come up with the entire list as this would bog down the process.
The Committee can return to the Council and present their collective list and outline based on the
Council's comments on economic development priorities.  He felt that this process could be
accomplished in 60-days.

Council Member/Vice-chairman Chang felt that the Council needs a forum to discuss the overall
economic goals.

Mayor Pro Tempore/Agency Member Carr said that he was having trouble asking staff to go off and
develop a plan when they do not know what the Council wants.  He agreed that the Council should
not get into the minutia and felt that the Council needs to stay at the policy level. However, he did
not know what the economic development strategy is for the City, noting that the Council has not
addressed economic development.  He stated that when this issue was first addressed, he attended
workshops sponsored by the Chamber of Commerce.  He was hoping that the Council would be
getting out of the process that was started last fall when the economy first took a dive. Staff
recognized this fact and came to the Council with a plan on how to reduce expenses in order to make
the budget.  He was hoping that the Council would be receiving suggestions on what the Council
can be doing, as a city, in aiding economic development from these work sessions.  This could be
accomplished through changes in the zoning ordinance, providing different incentives, or
simplifying the permit process.  He noted that the Chamber took the direction of putting together
this marketing plan. However, this was not what he thought the Council would get out of this
process.  He did not believe that the Council has given direction on what needs to take place.  He
stated that he has trouble asking staff to go do something without any direction on what they out to
do.

Mayor/Chairman Kennedy recommended that the Council establish its goals and policies on July
31 and that staff be directed to return at that time with some options for Council consideration.
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Council Member/Vice-chairwoman Chang noted that the City Manager would not be in town on
July 31 and inquired whether there was an alternative meeting date?  She suggested that the
workshop be scheduled for August 21.  

Council/Agency Member Tate recommended that in the meantime, the Council commit to filling out
a questionnaire and getting its thoughts together.

Action: On a motion by Council/Agency Member Sellers and seconded by Council
Member/Vice-chairwoman Chang, the City Council/Redevelopment Agency
unanimously (5-0), Directed staff to schedule a workshop on August 21 on
establishing economic development and tourism, using the existing plan as the
framework under which the Economic Development Committee to establish a
proposal.

Council Member/Vice-chairwoman Chang stated that the Council does not need to include the
tourism portion because the General Plan identifies three goals for economic development, noting
that goal 3 is tourism.

Mayor/Chairman Kennedy stated that he would like to have what has already been approved by the
City Council as a starting point.  He said that with the information received thus far, the Council and
the committee have a good packet of information to work from.
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City Council Action
PUBLIC HEARINGS: (Continued)

18. ADJUSTMENTS TO DEVELOPMENT IMPACT FEES - Ordinance No. 1570, New
Series

City Attorney Leichter indicated that agenda items 18, 19 and 20 deal with development impact fees,
user fees/service charges, and recreation division fees.  She said that all three items are amendments
to ordinances which are necessitated by the updates to the fee schedules that have been proposed.
However, tonight's action does not require the Council to contemplate or approve any of the fee
adjustments that have been discussed as they will be discussed on July 17.  She indicated that the
procedural reasons for bringing these ordinances to the Council this week are for the introduction
of the ordinances so that they can be adopted should the Council chose to adopt the resolutions
governing the fee adjustments next week. In response to Council Member Tate's question, she
indicated that the only changes being made to the ordinance is text amendments that would establish
the type of fees and give the Council the authority to adopt specific fees at a later date.

Mayor Kennedy opened the public hearing.  No comments being offered, the public hearing was
closed.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council unanimously (5-0) Waived the reading in full of Ordinance No. 1570,
New Series.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council Introduced Ordinance No. 1570, New Series by Title Only, as follows:
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF MORGAN HILL
AMENDING SECTIONS 3.56.010(1)(F), 3.56.010(1)(J), 3.56.010(1)(M),  3.56.050,
AND 3.56.160(1)(A) OF CHAPTER 3.56 (Development Impact Mitigation Fees) of
TITLE 3 (Revenue and Finance) OF THE MUNICIPAL CODE OF THE CITY OF
MORGAN HILL REGARDING DEVELOPMENT IMPACT MITIGATION FEES by
the following roll call vote: AYES: Carr, Chang, Kennedy, Sellers, Tate; NOES:
None; ABSTAIN: None: ABSENT: None.

19. ADJUSTMENTS TO USER FEES, SERVICE CHARGES, AND
MISCELLANEOUS UTILITIES FEES - Ordinance No. 1569, New Series

City Attorney Leichter presented the staff report.

Mayor Kennedy opened the public hearing.  No comments being offered, the public hearing was
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closed.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council unanimously (5-0) Waived the reading in full of Ordinance No.  1569,
New Series.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council Introduced Ordinance No. 1569, New Series by Title Only, as follows:
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF MORGAN HILL
AMENDING SECTION 3.50.050(1)(C) (Schedule of fees and service charges) OF
CHAPTER 3.50 (Fee and Service Charge Revenue/Cost Comparison System) OF
TITLE 3 (Revenue and Finance) OF THE MUNICIPAL CODE OF THE CITY OF
MORGAN HILL REGARDING USER FEES AND SERVICE CHARGES by the
following roll call vote: AYES: Carr, Chang, Kennedy, Sellers, Tate; NOES: None;
ABSTAIN: None: ABSENT: None.

20. CITY RECREATION FACILITY RESERVATION PROCEDURES AND USER FEE
- Ordinance 1571, New Series

City Attorney Leichter presented the staff report.

Council Member Chang noted that it is being stated in the ordinance that the City is ". . . ensuring
maximum cost recovery."  She inquired whether the City was charging non profit sports
organizations in such a manner that the City is receiving 100% cost recovery?

Recreation Manager Spier responded that at a rate of $2 per hour, not taken into account the
administrative processing fee, the charge is minimal cost recovery.  She stated that she would have
to conduct an analysis to identify full cost recovery.  For commercial groups, staff was looking at
$35/hour as a comparison for rates being proposed.

Mayor Kennedy stated that it may not be appropriate to talk about ensuring maximum cost recovery
as the City is not achieving full cost recovery.  He felt that it would depend on whether the Council
wants to focus on providing this service to the community's youth or be concerned about full cost
recovery.  He noted that at the last Council meeting, it was felt that the cost was a minimum amount,
but yet the cost would be a hard hit on the teams such that it would be hardly worth making an issue
of the fee.

Council Member Sellers recommended changing the word “maximum” to “appropriate.”

Council Member Chang recommended that a one time flat fee be charged for organized sports to use
the fields versus charging the $2 per hour user fees as it would become too complicated.
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Mayor Kennedy opened the public hearing.  No comments being offered, the public hearing was
closed.

Action: On a motion by Council Member Tate and seconded by Council Member Sellers, the
City Council unanimously (5-0) Waived the reading in full of Ordinance No. 1571,
New Series.

Action: On a motion by Council Member Tate and seconded by Council Member Chang, the
City Council Introduced Ordinance No. 1571, New Series, as amended, by Title
Only, as follows:  AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF
MORGAN HILL AMENDING CHAPTER 3.54 (Recreation Fees) OF TITLE 3
(Revenue and Finance) OF THE MUNICIPAL CODE OF THE CITY OF MORGAN
HILL REGARDING FEES FOR RECREATION SERVICES, INCLUDING CLASSES,
FACILITIES AND ADMINISTRATIVE PROCESSING FEES, as amended (replace
the word w”maximum” with “appropriate”) by the following roll call vote: AYES:
Carr, Chang, Kennedy, Sellers, Tate; NOES: None; ABSTAIN: None: ABSENT:
None.

City Council Action
OTHER BUSINESS:

21. SANTA CLARA COUNTY POLLUTION PREVENTION PROGRAM

Council Services and Records Manager Torrez presented the staff report.

Council Members indicated that their schedules could not accommodate appointment to this
committee.

Mayor Pro Tempore Carr indicated that he would inform Gillian Moran, Executive Director of the
Cities Association, that he would be stepping down and that she could advertise this position.

Mayor Kennedy recommended that the City of Gilroy be contacted to let them know of the vacancy.

Council Services and Records Manager Torrez indicated that she would contact the City Clerk of
the City of Gilroy to see if she can schedule this item for their Council consideration. 

Action: No Action Taken.

22. HOUSING TYPE DISTRIBUTION AND TERM FOR 2002-2003 MEASURE “P”
COMPETITION (FY 2004-2005 AND A POTION OF THE FY 2005-2006 BUILDING
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ALLOTMENT) - Resolution No. 5594

Planning Manager Rowe presented the staff report.

Mayor Kennedy opened the floor to public comments.  No comments being offered, the public
hearing was closed.

Council Member Sellers said that he would like to place an asterisk on the second year competition
because the City Council would be appointing a Measure P committee next week to review Measure
P.  The Measure P Committee would be returning to the Council with a ballot measure at the time
the Planning Commission would be awarding building allotments.  Depending on what gets
approved by the voters, this would be the point of starting the changes.

Action: On a motion by Council Member Sellers and seconded by Mayor Pro Tempore Carr,
the City Council unanimously (5-0) Adopted Resolution No. 5594, Approving the
Total Building Allotment and  Distribution and Authorizing Measure P Competitions
to be Conducted During Fiscal Year 2002-2003 for the Balance of the Fiscal Year
2004-2005 Building Allotment and a Portion of the Fiscal Year 2005-2006 Building
Allotment.

FUTURE COUNCIL-INITIATED AGENDA ITEMS

No items were identified.

ADJOURN TO CLOSED SESSION

City Attorney/Agency Counsel Leichter indicated that the closed session items were those that were
continued prior to the regular agenda.

Action: On a motion by Council/Agency Member Sellers and seconded by Council/Agency
Member Tate, the City Council unanimously (5-0) agreed to extend the meeting
beyond 11:00 p.m.

Mayor/Chair Kennedy adjourned the meeting to closed session at 10:55 p.m.
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RECONVENE

Mayor/Chairman Kennedy reconvened the meeting at 11:12 p.m.

CLOSED SESSION ANNOUNCEMENT

City Attorney/Agency Counsel Leichter announced that no reportable action was taken in closed
session.
  
ADJOURNMENT

There being no further business, Mayor/Chairperson Kennedy adjourned the meeting at 11:13 p.m.

MINUTES RECORDED AND PREPARED BY

                                                                                                              
IRMA TORREZ, City Clerk/Agency Secretary


